




https://www.gov.uk/government/consultations/sovereign-immunity-from-direct-taxation-consultation-on-policy-design
https://www.gov.uk/government/consultations/vat-treatment-of-fund-management-consultation
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=REFPTID&refpt=CITEID_1304810&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=REFPTID&refpt=CITEID_1304810&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4398887&service=DOC-ID&origdpsi=0OLT
https://questions-statements.parliament.uk/written-statements/detail/2023-03-03/hcws600
https://www.gov.uk/government/publications/spring-budget-2023
https://www.gov.uk/government/publications/spring-budget-2023-overview-of-tax-legislation-and-rates-ootlar/spring-budget-2023-overview-of-tax-legislation-and-rates-ootlar
https://www.lexisnexis.com/uk/lexispsl/privateclient/document/412012/67SM-SGH3-RRJ2-T007-00000-00
https://www.lexisnexis.com/uk/lexispsl/privateclient/document/412012/67SM-SGH3-RRJ2-T007-00000-00

Spring Budget 2023 | Tax analysis

Tax

Overview

Malcolm Pengelly, Tax Principal at BDO UK gives an overview of the key tax
announcements announced by the Chancellor of the Exchequer, Jeremy Hunt, in the Spring
Budget 2023 on 15 March 2023. See here: https://youtu.be/1QkICvHIBt4

Analysis

Neil Lancaster, Private Client Partner and Heather Self, Corporate Tax Partner at Blick
Rothenberg LLP analyse the announcements made in the Spring Budget 2023, on 15 March
2023. See here: https://youtu.be/EZoA66radhk

Sectors
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Companies and corporation tax

Capital allowances—full expensing for three years—a 100% first-year capital allowance will be
introduced to enable companies to write off the full cost of expenditure on qualifying main rate plant
and machinery against taxable profits in the year of investment. It will apply from 1 April 2023 until 31
March 2026. Expenditure on plant and machinery for leasing is excluded due to concerns about error
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benefiting companies across a range of markets eg pharmaceuticals, life sciences, computer
programming and manufacturing. Qualifying expenditure categories for R&D reliefs will also be
brought a little more up to date with the inclusion of data licences and cloud computing services.’

= Update on ongoing R&D tax relief review—it was confirmed that reforms originally announced at
Autumn Budget 2021 will be included in SFB 2023 and will apply generally to accounting periods
starting on or after 1 April 2023. These reforms will include allowing expenditure on data licences and
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David Wilson, Partner, Cooley (UK) LLP, remarked—'The impact of Pillar 2 can also be seen in the
reframing of the audio-visual tax reliefs as RDEC-like “above the line” expenditure credits, which should
presumably qualify as “qualified refundable tax credits” under the OECD model rules, and so not be cancelled
out for larger groups once Pillar 2 comes into effect.'
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appreciate being able to put more into their pensions. Private equity portfolio companies (and therefore the
investors in the private equity funds) should benefit from the increased capital allowances announced.’

Emma Game, of Slaughter and May, commented—'Changes set out in the policy paper on pensions tax
limits, including increases to the annual allowance, have generated a lot of interest—and none more so than the
proposed (and surprise, to me at least) abolition of the LTA, ensuring ‘that nobody will face an LTA charge from
April 2023'. This is eventually going to be coupled with legislation, to be introduced in a future finance bill, to
remove the LTA from pensions tax legislation from April 2024. We'll have to wait to see whether this does, in
fact, result in a reduction in the number of pages of pensions tax legislation. The policy paper suggests that ‘this
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< Amendments to the enterprise management incentives (EMI) option grant process—from 6 April
2023, the requirement for a company granting EMI options to set out details within the option
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deadline is also being extended from April 2024, which will give companies longer to comply with the post-
grant administrative requirements which again should lead to an increase in EMI options actually delivering
the tax advantages to option holders, as intended.’

= Call for evidence in respect of SIP and SAYE schemes—the government announced a call for evidence
on the share incentive plan (SIP) and the save as you earn (SAYE) scheme, with a view to considering
opportunities to improve and simplify them (para 4.56, OOTLAR para 2.18).

Dan Sharman of Shoosmiths LLP, commented—
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Funds

= Elective accruals basis for carried interest—the government will legislate in SFB 2023 for a new
elective accruals basis of taxation for carried interest. The measure will apply from 6 April 2022 and will


http://www.gov.uk/government/publications/elective-accruals-basis-for-the-carried-interest-rules
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4080644&service=DOC-ID&origdpsi=0OLT
http://www.gov.uk/government/publications/amendments-to-the-genuine-diversity-of-ownership-condition
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=REFPTID&refpt=CITEID_1256723&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLV&remotekey1=DOC-ID&remotekey2=0OLV_4348029&service=DOC-ID&origdpsi=0OLT

13

Spring Budget 2023 | Tax analysis

location for establishing asset holding companies by allowing more relevant companies to make use of
the regime. The targeted changes will variously take effect from Royal Assent, 20 July 2022 (when the
draft provisions were published) and 15 March 2023 (the date of this Spring Budget), or are deemed to
have always had effect from the commencement of the regime on 1 April 2022 (para 4.61, OOTLAR
para 1.33, Policy paper: Amendments to the Qualifying Asset Holding Companies rules).

Bradley Phillips, Tax Consultant to Asset Managers, Visiting Tutor at BPP University and member of
the LexisNexis Tax Consulting Editorial Board, commented—The proposed changes to the UK REIT and
the new QAHC regimes are generally positive. In particular, the technical changes to the QAHC rules and the
separate proposed changes to the genuine diversity of ownership condition (relevant not only to QAHCs but
also to REITs and the non-resident CGT regime as it applies to fund structures) should improve the operation of
the regimes, in particular for QAHCs, to parallel fund and other complex fund structures. It is hoped, in
particular, that this will lead to an increased up-take of the new QAHC regime.’

VAT and indirect taxes

VAT exemption for fund management—the government announced at Spring Budget that, following
the closure of the joint HM Treasury and HMRC consultation on the VAT exemption for fund
management in February 2023, itis considering the responses received and continuing discussions with
interested stakeholders. The consultation proposals provide for a consolidation and codification of
existing practice into a single source, including establishing statutory criteria for determining whether
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payment interest and late payment penalty regimes for VAT which took effect from 1 January 2023 to
ensure policy consistency. The changes include a revision to the date from which late payment interest
will start accruing in respect of overpayments by HMRC (with interest to accrue from the date the
payment is initially made by HMRC) and a disapplication of the late payment interest charge and late
payment penalties to instalments under the annual accounting scheme (with interest and penalties only
to apply to balancing payments thereunder). The changes to late payment interest will apply with effect
from 15 March 2023 and the changes to late payment penalties will apply with effect from 1 January
2023 (OOTLAR para 1.56, Palicy Paper: Technical changes to late payment penalties, late payment
interest and repayment interest rules for VAT).

Gaming duties—the gross gaming yield bandings for gaming duty will be frozen from 1 April 2023 (para
4.85, OOTLAR para 2.25).

Real estate

REIT regime enhancements—in line with announcements made in the Edinburgh Reforms in December
2022, the government will legislate in SFB 2023 to amend the tax rules for REITs. With effect from 1
April 2023, SFB 2023 will remove the requirement for a REIT to hold a minimum of three properties
where it holds a single commercial property worth £20m. It will also, with effect from Royal Assent to
SFB 2023, amend the rule that deems a disposal of property within three years of being significantly
developed as being outside the property rental business so that the valuation used when calculating
what constitutes a significant development better reflects increases in property values, and amend the
rules for deduction of tax from property income distributions paid to partnerships (para 4.60, OOTLAR
para1.32,
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The Chancellor’s decision to introduce the new reliefs for three years with the intention for them to become
permanent rather than temporary is helpful, particularly for investors who take a longer term view before
investing.

Other areas of interest for real estate investors include:

1l

investment zones—Hunt has kept the embers of the investment zone flame alive by announcing there will
be up to 12 new investment zones. It's a nod to the Trussite ideas of growth, but scaled back to a lucky few
areas around university towns or other research institutions that focus on growth in one of five key areas:
technology, creative industries, life sciences, advanced manufacturing and “the green sector”. The tax
reliefs have also been scaled back to be similar to those available to freeports (except for customs)

the announcement that the government is not going to change the current exemptions for sovereign
investors, so their income and capital profits from UK real estate will remain outside the scope of UK tax,
and

additional improvements to the REIT regime—Hunt intends to build on his announcements in Edinburgh,
on REITs being able to hold a single sizeable property and changes to the three—year development rule, by
making it easier for a partnership to hold an interest in a REIT. The reform will allow property income
distributions to be made to a partnership partly gross and partly subject to withholding tax (the proportion
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Tax avoidance

= Tackling promoters of tax avoidance—the government announced an intention to double the
maximum sentences for the most egregious forms of tax fraud from 7 to 14 years. The government will
consult shortly on the introduction of a new criminal offence for promoters of tax avoidance who fail to
comply with a legal notice from HMRC to stop promoting a tax avoidance scheme. The government will
also consult on expediting the disqualification of directors of companies involved in promoting tax
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Nicholas Gardner, of Ashurst, noted—'There are already significant financial penalties of up to £100,000
(increasing to £1m in certain circumstances) for failure to comply with a stop notice and it seems premature to
assess whether criminal sanctions are required for enforcement purposes. However, introducing the
consultation measures would further raise the stakes for promoters issued with these notices and deter
breaches. Now the gquestion is how much progress HMRC will make in issuing further stop notices in the coming
months as these enforcement tools will only be as effective as HMRC's implementation of the scheme by the
issue of stop notices.’
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Energy and environment

Plastic packaging tax (PPT)—the government will legislate in SFB 2023 to up-rate the PPT rate in line
with CPI from 1 April 2023. SFB 2023 will also amend penalty rules for the late payment of PPT in order
to ensure that all late payments are treated consistently (para 4.70, OOTLAR para 1.49, Impact
assessment: Plastic Packaging Tax, Policy paper: Changes to late payment penalties for Plastic
Packaging Tax, Policy paper: Plastic Packaging Tax rate change from 1 April 2023).

Abigail McGregor, of Pinsent Masons, noted—The main focus of HMRC and industry when it comes to PPT
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< Landfill tax rates—the government will legislate in SFB 2023 to increase the standard and lower
rates of landfill tax in England and Northern Ireland in line with RPI, rounded to the nearest 5 pence,
from 1 April 2023 for 2023-24. The government will legislate in Finance Bill 2023-24 rates for
2024-25, which will take affect from 1 April 2024 (para 4.71, OOTLAR paras 1.46 and 2.27, Policy
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« Transfer pricing documentation—at Spring Budget the government confirmed that it will introduce
legislation in SFB 2023, with supporting regulations, requiring large multinational businesses operating
in the UK to maintain transfer pricing documentation, namely a master file and local file in a prescribed
and standardised format, in accordance with the OECD transfer pricing guidelines. This will apply to
accounting periods beginning on or after 1 April 2023. HMRC will also continue to consult on the
introduction of a summary audit trail, which would oblige in scope businesses to complete a
guestionnaire detailing the main actions they have taken in preparing the transfer pricing local file
document (OOTLAR para1.17,
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http://www.gov.uk/government/publications/capital-gains-tax-share-for-share-exchange/draft-legislation
http://www.gov.uk/government/publications/capital-gains-tax-share-or-securities-exchange/capital-gains-tax-share-exchange#detailed-proposal
http://www.gov.uk/government/publications/double-taxation-relief-claims
http://www.gov.uk/government/publications/double-taxation-relief-claims-time-limit/double-taxation-relief-time-limit-for-claims
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=DOC-ID&remotekey2=0OLT_4392170&service=DOC-ID&origdpsi=0OLT
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the annual limits that apply to the investment amount on which individuals can claim tax reliefs will rise
to £200,000. The measures will be included in SFB 2023 and will have effect from 6 April 2023
(OOTLAR para 1.29, Policy paper: Venture Capital Schemes—expansion of the Seed Enterprise
Investment Scheme (SEIS)).

Annual investment allowance at £1lm—it was confirmed that the new Spring Budget 2023
announcements on first-year capital allowances are made in addition to the decision made inthe
Growth Plan 2022 to permanently set the annual investment allowance (AlA) at £1m. The AlA provides
a 100% first-year allowance for plantand machinery investments and is available not only to companies
but also to other businesses, including unincorporated businesses and most partnerships (para 3.70,
OOTLAR para 1.23, Policy Paper: Legislating the Annual Investment Allowance (AlA) at £1m, Spring
Budget 2023 Media Factsheet: Cutting & Simplifying Tax for Business to Invest and Grow, Guidance:
Spring Budget 2023 — Full expensing).

Insurance premium tax (IPT)—power to make regulations by references to notices—a policy paper has
been published in respect of the announcements made on 30 November 2021 and at Legislation Day on
20 July 2022 that SFB 2023 will broaden existing powers to allow HMRC to move IPT forms from
secondary legislation and into a public notice by way of a statutory instrument (OOTLAR para
1.53, Policy paper: Improving the administration of IPT).

Life insurance taxation—transfers and reinsurance of long-term business—a policy paper has been
published in respect of the announcement on 15 December 2022 that SFB 2023 will, with retrospective
effect from 15 December 2022, address the potential for a tax mismatch in the life insurance rules
where re-insurance precedes a transfer of BLAGAB and amend section 92 of Finance Act 2012 and
restrict its scope where substantially all the insurance risks of a book of BLAGAB are assumed by a re-
insurer, in which case any amounts received under the re-insurance contract can no longer count as
deemed receipts within the life tax calculation (known as the I-E basis) (OOTLAR para 1.3, Policy paper:
Re-insurance in the course of transfer of basic life assurance and general annuity business).

Electricity generator levy—following the government’s announcement at


https://www.gov.uk/government/publications/venture-capital-schemes-expansion-of-the-seed-enterprise-investment-scheme-seis
https://www.gov.uk/government/publications/venture-capital-schemes-expansion-of-the-seed-enterprise-investment-scheme-seis
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=DOC-ID&remotekey2=0OLT_4392170&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0OLT&remotekey1=DOC-ID&remotekey2=0OLT_4392170&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/publications/legislating-the-annual-investment-allowance-at-1m/legislating-the-annual-investment-allowance-aia-at-1m
https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
https://www.gov.uk/government/publications/spring-budget-2023-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow/spring-budget-2023-media-factsheet-cutting-simplifying-tax-for-businesses-to-invest-and-grow
https://www.gov.uk/government/publications/full-expensing/spring-budget-2023-full-expensing
https://www.gov.uk/government/publications/full-expensing/spring-budget-2023-full-expensing
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=REFPTID&refpt=CITEID_1256724&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/publications/improving-the-administration-of-insurance-premium-tax
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&linkInfo=F%23GB%23UK_LEG%23num%252012_14a_SECT_92%25&A=0.9077329283915523&bct=A&risb=&service=citation&langcountry=GB
https://www.gov.uk/government/publications/transfers-of-long-term-business-re-insurance
https://www.gov.uk/government/publications/transfers-of-long-term-business-re-insurance
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4409631&service=DOC-ID&origdpsi=0OLT
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4409631&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/publications/electricity-generator-levy/draft-legislation
https://www.gov.uk/government/publications/electricity-generator-levy-introduction
https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=DOC-ID&remotekey2=0S4D_4409631&service=DOC-ID&origdpsi=0OLT

22
Spring Budget 2023 | Tax analysis

e ATED and 15% SDLT relief under the homes for Ukraine sponsorship scheme—as previously
announced in a written ministerial statement on 31 March 2022 (and confirmed on


https://www.lexisnexis.com/uk/lexispsl/tax/document/393772/linkHandler.faces?psldocinfo=Spring_Budget_2023_Tax_analysis&ps=null&bct=A&homeCsi=0&A=0.5110083314388454&urlEnc=ISO-8859-1&&dpsi=0S4D&remotekey1=REFPTID&refpt=CITEID_1256727&service=DOC-ID&origdpsi=0OLT
https://www.gov.uk/government/publications/homes-for-ukraine-property-tax-exemptions-and-reliefs/homes-for-ukraine-reliefs-and-exemptions-from-stamp-duty-land-tax-and-the-annual-tax-on-enveloped-dwellings
https://www.gov.uk/government/publications/homes-for-ukraine-income-tax-and-corporation-tax-exemptions
https://www.gov.uk/government/publications/homes-for-ukraine-income-tax-and-corporation-tax-exemptions
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Expert reaction

Robert Salter, of Blick Rothenberg, commented—

This budget by Jeremy Hunt was — in many respects — a nothing budget. There was no change to income tax rates, tax
bands or NICs, for example. In effect, Mr Hunt's failure to make any changes in this regard and the relatively high wage
increases which we are seeing at the present time are in effect simply creating additional pressures for ‘middle England’
as more and more people become liable to fiscal drag.

Furthermore, the steps which the Government has taken from a direct business perspective are unlikely to make any
substantive changes to overall business investment or the wider attractiveness of the UK as an economic location. For
example, whilst the Government has announced various changes to ‘capital allowances’, given the ongoing ‘incremental’
changes which have been announced by the Government over the last few years, such changes actually just create
uncertainty for business and result in them typically being more cautious about investing in the UK. The Government
needs to develop a clear, long-term strategy in this regard which provides companies with genuine certainty and whilst
Mr Hunt indicated a ‘preference’ to do something akin to this, it is disappointing that he didn’t fully commit to such an
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= a significant increase in free childcare provision which will be available to all children over 9 months of
qualifying parents, from September 2024. Together with changes to Universal Credit and before and after
school childcare provision, this is designed to help encourage more parents (but principally mothers) to add to
the workforce. This is being supplemented by other measures to try and encourage older or disabled individuals
to work more, through benefit changes, training support and pension tax changes. By 2026-27, these measures
will be costing around £7bn a year

= athree-month extension to the Energy Price Guarantee costing £3bn in 2023-24, and

= anincrease in defence spending of £2bn per year (E3bn in 2024-25)

Like a good accountant, I've taken the key measures from the policy costings (the numbers published as part of the
Budget papers). What is striking is that many of the more eye-catching parts of the Speech about spending on quantum
computers and the like, do not feature. It looks like those are allocations of money that has already been committed to
the industrial strategy in previous Budgets.

In my assessment, I've ignored fuel duty. Strictly, there is legislation that fuel duty will increase each year and so by not
implementing that increase, the government says that it is cutting fuel duty, but it isn't really. Fuel duty is simply
carrying on unchanged.

You might feel that you've already heard about all these measures already — and certainly the energy price guarantee
was pretty much announced a few weeks ago and the defence spending increase was announced by Rishi Sunak on his
tour to the USA on Monday.

In implementing these measures, the government’s priorities are to cut inflation and boost economic growth. Not
putting up fuel duty and the energy price guarantee extension both help to reduce inflation and are certainly sensible.
The payback in terms of less debt interest being payable on inflation-linked government bonds is a sizeable saving in
itself and the measures may even be self-funding. The other measures target economic growth by trying to boost
business investment, with the expectation of improved productivity and expanding the workforce.

The government does seem to be finally arriving at an industrial strategy and that language was even used by Jeremy
Hunt. However, the industrial strategy is reminiscent of ‘the white heat of technology’ and a ‘Bennite approach’ (that’s
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From a corporate tax perspective, there were a few noteworthy points (though perhaps less transformational than the
business tax ‘factsheet’ would have us believe). As expected, the corporation tax rate will increase for larger companies,
with alower rate and marginal relief for smaller ones. There has been a collective sigh of relief (not least from renewable
energy project developers) on the capital allowances announcements. These include the replacement of the super-
deduction with a “full expensing” regime for main rate plant and machinery. The 50% first year allowance for special
rate assets will stay, as will the first year allowance for electric vehicle charging points (the latter only for two years) and
the £1m threshold for the annual investment allowance.

Energy is a continuing area of focus, with the already-in-force electricity generator levy rules finally being legislated for
in the “Spring Finance Bill 2023” (warming us up for an Autumn Finance Bill 2023 for those all-important pre-election
giveaways). Separately, and as expected, the investment allowance rate in the energy profits levy will rise to 80% for
investment expenditure on upstream decarbonisation. (No thoughts have been spared for tax professionals’ ability to
recall correctly the names of these levies, no matter how well we know the rules.)

On the investment incentives and reward side, there is a welcome simplification for businesses wishing to grant options
under the Enterprise Management Incentives (EMI) scheme. The Seed Enterprise Investment Scheme (SEIS) thresholds
will increase, as previously announced. The increase in the pension contribution annual allowance to £60k and the
removal of the lifetime limit altogether will also be welcomed by higher earners.

On the international front, there is no escaping the fact that the OECD’s Pillar Two rules and Mandatory Disclosure
Rules are here. Smaller tweaks include a tightening up of the transfer pricing documentation rules. Also, some EU based
provisions will go, including an extended time limit for certain double tax relief claims and the ability for EU and EEA
charities to qualify for UK charitable tax reliefs.

At least we can all be grateful that tax is getting simpler and we no longer need the Office for Tax Simplification, the
abolition of which has sadly been confirmed today.

David Klass, of Hill Dickinson LLP, remarked—

Few had been expecting the Chancellor to reverse the by now long-planned increase in the rate of corporation tax. Yet
the Budget notes pointedly that 25% still represents a “competitive headline Corporation Tax rate” and that the UK has
the lowest rate in the G7. Of more practical impact is the introduction of “full expensing”, proposed for the next three
years, effectively providing a 100% allowance against the cost of plant and machinery (with the allowance for certain
types of asset being limited to 50%); and, of course, in light of the increased tax rate these now become particularly
valuable to the taxpayer. Indeed the Budget is at pains to show that the net present value of these allowances makes
them among the most valuable in the OECD.
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Ben Jones, of Eversheds Sutherland, commented—

The Budget has included a very significant change in relation to property tax, with the Chancellor announcing a full tax
deduction in each year for the next three years for qualifying capital spend on plant and machinery and a 50% rate for
integral features. This should provide a significant boost to capital intensive industries such as real estate development,
and will be particularly welcome given the imminent increase in corporation tax to 25% from April 2023. The
announcement that an elective accruals basis for the carried interest rules will be introduced is a positive development






